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SPEECH. 



HOUSE OF COMMONS, 
Thursday, April 24, 1884. 



WAYS AND MEANS — FINANCIAL 
STATEMENT. 

Ways and Means — considered in Oom- 
mittee. 

(In tlie Committee.) 

The CHANCELLOR of theEXCHE- 
QUER (Mr. Childebs) : Sir Arthur 
Otway, I shall commence my Statement, 
in accordance with custom, by a review 
of the Finance of the year which closed 
at the end of last month — ^the year 
1883-4. 

With respect to the Revenue, the 
ori^nal Estimate, made in my Financial 
Statement last year, was that it would 
amount to £86,029,000, and that the Ex- 
penditure would amount to £85,789,000, 
the surplus being £240,000. But I 
stated in that speech that the Revenue 
did not include what was expected to 
come from the Parcel Post system, which 
would be established later in the year ; 
and in the course of the Session we 
made this alteration, that, instead of 
deducting from the Revenue — as I pro- 
posed in my Financial Statement — 
£170,000 on account of the establish- 
ment of cheap telegrams, we added 
£200,000 to the Expenditure, part of 
£600,000 required to prepare for that 
establishment. The Parcel Post Re- 
venue and Expenditure, according to 
the Estimate laid on the Table of the 
House later in the Session, were ex- 
pected to reach £340,000 each. There 
w^re also one or two minor changes 



arising out of the Supplementary Esti- 
mates of the Session of 1883. When the 
Appropriation Act passed, the Revenue 
was estimated at £86,549,000, and the 
estimated Expenditure was £86,436,000, 
giving a surplus of £113,000. These 
figures have appeared since in the weekly 
statements of Revenue and Expenditure 
published every Wednesday. I may 
add that, during the present Session, 
Supplementary Estimates have been 
passed for £371,000 on account of the 
Army, and £147,000 on account of the 
Navy. We voted £500,000 on account 
of the contribution towards the ex- 
penses of the Afghan War, in antici* 
pation of the payment this year; and 
other Supplementary Estimates in con- 
nection with the Civil Service and 
Revenue Departments amounted to 
£367,000, making total Supplementary 
Estimates of £1,385,000. Of course, 
against the Supplementary Estimates of 
the present Session savings are always 
expected on other Votes ; and any com- 
parison between the original Estimates 
of Revenue and those of Expenditure, 
if the latter include the Supplementary 
Estimates of the second Session, would 
be delusive. 

Now, Sir, I will take, first, the Re- 
venue of 1883-4, and I will compare the 
actual Revenue received both with the 
Estimate of it which we made and with 
the actual Revenue of 1882-3. I will 
take, first, the two great heads of Cus- 
toms and Excise. It will be remem- 
bered that, in my Statement last year, I 
explained that it was practically impos- 
sible to divide the receipt of Spirit 
Duty between the Customs and the 
Excise, it being a matter of the greatest 
doubt whether the receipts on aaoouiit of 
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epulis froT^Id 1>e for fore^g^ Spirits or 
'BMA mmAe 8pcrits. FoDoinng the 
hs^T dwB took, I win giro die Com- 
c'tSiw, £r*t. the rcdetpt on accooDt of 
8pVt* Cider Loth heads; secondly, 
iLe C--«Vt=.« re^Tpt*, cxcladirg Spirits ; 
s:&.l. *L-HIt. the TeTeii':e of Excise, ex- 
et-i-'g Spirits, In 1 %S2'«3. 8pint? had 
'pF'^iif:^^ a^OQ^rding to mr Statement last 
j€ar. £1%. '540. COO: and I esf imated that 
ve*Lo-iLire<^h'€,inl883-4.£l8,700,0C0. 
Tl^ acttul re«^ipt on account of Spirits 
vas £1S.4S5,000, being less than the 
aerri*! re<e*«tt of ]882>3 bv £H 5,000. 
aT."! 1^«* than mr £«tnnate of 18S3-4 bv 
£2^5.0 0- Therefore, Sir, we see that 
tte ^I'ght iccrease of the previous year 
in the ;^jirit Datr stopped last year. If 
I am asked to give any special reason 
for that dimintition, irres^pectiTe of the 
general reasons with which the Com- 
mittee is well acq[uainted, I think I may 
•ay t*at the rery open weather of 
]a.«t winter, nndoubtedlT, had a direct 
efSeet in. the reduction of the amount 
rethired from the Spirit Duty during 
the winder months. This was es^peeially 
felt in the Duty on Bum. Excluding 
the item of Spirits, the receipt in 
1892-3, under the head of Customs, was 
£15,28^»,000. I estimated the receipt 
for 1883^. in the Financial Statement 
(»f last year, at £l5,3o0,0(.0; and the 
aetoal receipt was £15,488,000. Treat- 
ing the Excise in tiie same way, the re- 
eeipt of 1882-3 was £12,765,000. I 
estonated it last year, for 1883-4, at 
£12,600,000, and the actual receipt was 
£ 1 2, 730, 000. It is neoeesaiy, however, 
aa a matter of form, to compare the total 
reeeipts on account of Customs and Ex- 
cise with the Estimate ; and I find that, 
whereas I took £19,750,000 for Customs 
and £26,765,000 for Excise, giving a 
total of £46,515,000, the Berenue actu- 
ally receired was £19,701,000 for Cus- 
toms and £26,952,000 for Excise, being 
a total of £46,653,000, or £138,000 
orer my Estimate. Under the head of 
Customs, there is nothing which calls 
for special remark in the Berenue of last 
year ; but there are one or two items in 
the Excise Eevenne as to which I may 
giro an explanation to the Committee. 
In my Statement last year, I referred to 
the Hop Famine in 1882 as having led 
me to be cautious in framtog the Esti- 
mate of the Beer receipt, that of 18t«2-3 
having fallen short of that of 1881-2 by 
£131,000. But when I spoke we had 



no indication of the hop crop of 188S. 
That crop, however, was a very fair one. 
The price of hops, which had been in. 
March, 1882, £7 5m. a cwt., rose in 
March, 1883, to no leas than £26 a crvrt. 
The price, however, fell in the autumn, 
and last month hops were about £9 10«. 
a cwt. The result was that the Beer 
BeTenne greatly improved, the re- 
ceipt being £238,000 more than my 
Estimate, and, in fact, within £50,000 
of the receipt of 1881-2. The total 
receipt for beer was £8,531,000 in 
1881 2; it fell t^ £8,400,000 in 1882-3 ; 
and in 1 883-4 it was £8,488,000 ; whereas 
I had only estimated it at £8,250,000. 
So much for the item of beer. 

The second item to which I ought to 
draw the attention of the Committee is 
the Bailway Duty. The Bailway Duty, if 
no change had been made in it last 
year, would have been estimated at 
£800,000 ; and I expected that in con- 
sequence of the change, we should lose 
in the receipt of the year £135,000, 
bringing the net Estimate to £665,000. 
But, in point of fact, we bare received 
£747,000, the excess being mainly, 
though not exclusively, due to a large 
payment by a particular Bailway Com- 
pany of arrears spread over seyeral 
years. 

The third item to which I wish to draw 
the attention of the Committee is the 
receipt from the Game licences. One 
of the minor changes made in the Budget 
of last year was the introduction of a 
third rate of Game Licence in addi- 
tion to the £3 and the £2 licences for a 
whole, or a half season. I proposed to 
Parliament, and the House approved, a 
licence of £l, which would be available 
for 14 days. I am happy to say that 
this small change has turned out most 
satis&ctorily. The £3 licences were not 
affected by it. About 4,000 £1 licences 
have been taken out, and they more 
than covered the diminution of the £2 
licences. The Bevenue gained in all 
£2,600. The number of licences was 
3,300 more than in the season of the 
year before; and I am happy to con- 
gratulate some hon. Friends of mine, 
whom I see sitting opposite, on having 
availed themselves of this provision, 
granted for the first time last year. 

I now pass to the receipt from 
Stamps. The Bevenue of 1882-3 repre- 
sented a payment into the Exchequer 
on aoooont of Stamps of £11,841,000, 
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I estimated last year that the Stamp 
Revenue would be £11,510,000; and 
the actual Bevenue was £11^620,000. 
I mentioned last year, in explaining 
to the House the basis of my Estimate, 
that what are properly called the Death 
Duties for 1 882-3 had exceeded the Death 
Duties of the previous year by £300,000, 
and had exceeded the Estimates made by 
my Predecessor by £600,000. Keeping 
in view this great excess, and appre- 
hending that it might be due to tempo- 
rary causes, I felt bound to act with 
great caution in framing any Estimate 
for 1 883-4 on the basis of the previous 
year's receipts. But to a great ex- 
tent the special circumstances of 1882-3, 
which were given in explanation of 
that high receipt, recurred in 1883-4 
— that is to say, there was a large 
number of estates the duty on which 
came into the account of the year. 
It may interest the Committee to know 
that, on 10 estates alone in the year 
1883-4, no less a sum than £283,000 
was received on account of Probate Duty 
— an amount which I believe is almost 
without parallel. The Death Duties, in 
fact, in 1883-4 reached as nearly as pos- 
sible the same amount as in 1882-3; 
while the other Stamp Duties fell below 
the receipt of that year. 

The Land Tax in 1882-3 produced 
£1,045,000. lestimatedit at £1,040,000. 
The actual amount produced has been 
£1,070,000. The House Duty in 1882-3 
was £1,755,000. I estimated it at 
£1,785,000. It has actually produced 
£1,805,000. On these two heads of 
Bevenue, no remark occurs which I 
need make to the Committee. 

I next pass to the Income Tax. In 
1882-3, the actual receipt on account of 
the Income Tax, at the rate, nominally, 
of S^d,, but not a full year's receipt, 
for some of it passed on to 1883-4, was 
£11,900,000. I estimated that the re- 
ceipt for 1883-4, on the basis of 5d, 
in the pound, with the balance of 
the 6i(?., would be £10,265,000. The 
actual receipt was £10,718,000, or 
£453,000 beyond the Estimate. I shall 
allude later in my Statement to this re- 
markable rise in the receipt from In- 
come Tax ; but, under the circumstances, 
I think no one can question the wisdom 
of the caution which we exercised last 
year. Now, these items constitute the 
whole of the Tax Bevenue of last year. 
:fhe Estimate was £71,114,000. The 



actual receipt was £71,866,000, as com« 
pared with the actual receipt in 1882-3 
of £73,128,000. That higher receipt, 
as I have said, was mainly due to the 
additional Hd. Income Tax. 

I now pass to what is called the Non- 
Tax Bevenue. The Post Office collected in 
1882-3 £7,300,000, and I estimated that 
we should receive from it in 1883-4 
£7,740,000, £340,000 of that sum being 
on account of the Parcel Post. We 
actually received £7,730,000. TheTele- 
p:raphs in 1882-3 gave £1,710,000. 
I estimated for 1883-4 £1,750,000, 
and the actual amount received was 
£1,745,000. Crown Lands produced 
last year precisely what they produced 
the year before, and what I estimated 
— namely, £380,000. The Interest on 
Advances, which had been in 1882-3 
£1,219,000, I estimated at £1,185,000, 
and it amounted to £1,196,000 ; and 
the Miscellaneous Bevenue, which in 
1882-3 had been £5,268,000, I esti- 
mated at £4,380,000, and it amounted to 
£4,288,000. Thus, altogether, the Non- 
Tax Bevenue, as against £15,876,000 
in 1882-3, and an Estimate for 1883-4 
of £15,435,000, produced £15,339,000. 
To some points in reference to this 
Bevenue I shall not refer now; but 
I shall deal with them when we 
come to the estimated Bevenue for the 
present year 1884-5. The total Beve- 
nue, therefore, of last year, compared 
with the actual Bevenue of '1882-3, 
which was £89,004,000, was estimated 
by me at £86,549,000, ond was actually 
£87,205,000, or £656,000 more than 
the Estimate. 

I now proceed. Sir, to the Expenditure 
of last year. The permanent charge for 
the Debt was estimated at £28,954,000, 
and it actually came to £28,974,000. 
The Interest on Local Loans, which I 
estimated at £525,000, came to £478,000. 
The Interest on the S uez Exchequer Bonds 
came to just what was estimated — 
namely, £200,000, and the other charges 
on the Consolidated Fund, which I esti- 
mated at £1,640,000, came to £1,590,000, 
so that the total charges on the Con- 
solidated Fund, which I estimated at 
£31,319,000, were £31,241,000. 

And now, Sir, I will go to what are 
called the ** Voted Services," and it is 
necessary to make some comparison 
both with the original and the final 
Estimates, including the Supplementary 
Estimate^. The orig;inal Army Estimate 
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VTBA £15,607,000, and including tHe 
Supplementary Estimate, mainly for the 
expedition to Suakin, itwa8£15,975,000. 
The actual expenditure was £15, 9 10, 000, 
as compared with £15,502,000 spent on 
the Army in 1882-3. On the Army 
Indian Home Charges the expenditure 
was originally estimated at £1,230,000, 
and the amount expended was exactly 
that sum. The charge for the previous 
year was £1,110,000. The original 
Navy Estimate was £10,757,000, and 
including the Supplementary Estimate, 
also for the expedition to Suakin, the 
total was £10,899,000. The actual 
expenditure was £10,729,000, as com- 
pared with an expenditure in 1882-3 
of £10,409,000. We estimated last 
Session for a Vote in repayment to 
India on account of the Afghan War of 
£500,000. This Session I felt justified 
in asking the House to pay an additional 
£500,000 during the last financial year, 
and the whole of that £1,000,000 has 
been paid. The actual expenditure for 
1882-3 under this head was, of course, 
only £500,000. We paid nothing last 
year on account of the original Egyp- 
tian Expedition, or on account of the 
small balances for the Transvaal Wars, 
which appeared in the Estimates for 
1882-3. The amount of that expendi- 
ture in 1882-3 was £3,909,000. On 
account of the Civil Services, our ori- 
ginal Estimates were £17,253,000, and 
including the Supplementary Estimates, 
they were £17,593,000, the expenditure 
in 1882-3 having been £17,336,000. 
The actual expenditure, however, was 
only £17, 18 1,000 in 1883-4; and I think 
that the Committee will not fail to 
notice the successful struggle for eco- 
nomy which these figures exhibit. 
For the Customs and Inland Revenue 
Departments the original Estimate was 
£2,775,000, the actual expenditure was 
£2,772,000, and the expenditure for 
the previous year had been £2,870,000. 
The original Estimate for the Post 
Office was £4,124,000, and including 
the Supplementary Estimates, the main 
part of which had reference to the 
Farcel Post, it was £4,565,000. The 
actual expenditure was £4,507,000, 
against an actual expenditure in 1882-3 
of £3,828,000. The original Estimate 
for the Telegraphs was £1,518,000, and 
including the Supplementary Estimates, 
it was £1,718,000. The actual expen- 
diture was £1,707,000, against an actual 



expenditure in 1882-3 of £1,510,000. 
For the Packet Service, the original 
Estimate was £706,000, and with the 
Supplementary Estimate it amounted 
£724,000. The actual expenditure was 
£721,000, against an actual expenditure 
in the preceding year of £720,000. 

And now I will compare the totals. 
The total Expenditure had been in 
1882-3 £88,906,000. I estimated it 
originally at £85,789,000, and includ- 
ing the Supplementary Estimates, it 
stood at £87,819,000; but the actual 
Expenditure was only £86,999,000, and 
the Eevenue having been £87,205,000, 
we have a surplus on the year 1883-4 of 
£206,000. 

I will defer some remarks which I 
have to make on the Expenditure of 
last year until I deal with the Expen- 
diture of the present year ; but before 
passing from 1883-4, I think I ought 
to explain to the Committee the effect of 
the Debt operations of that year. The 
Committee will remember that last year 
we passed a very important Act dealing 
with the National Debt for 20 years. 
That Act provided that £70,000,000 of 
Funded Debt should be at once can- 
celled, and that Annuities amounting to 
£5,130,000 falling in in 1885 should 
also be cancelled, and that there should 
be substituted for them fresh Annuities. 
This operation has been carried out in 
its integrity. The result on the Debt, 
including the normal reduction in 
the year, is as follows. The Funded 
Debt, on the 31st of March, 1883, was 
£712,699,000. On the 31 st of March last 
it was £640,631,000; so that the dimi- 
nution in the Funded Debt has been 
£72,068,000. That has brought the total 
Funded Debt to a lower amount than 
it has ever been since 1811, and the in- 
terest on it is less than it has been since 
1805. The Funded Debt now consists of 
the following denominations of Stock : — 
Consols, £345,302,000 ; Eeduced Three- 
per-Cents, £83,491 ,000 ; New Three-per- 
Cents, £183,968,000; Two-and-a-Half- 
per-Cent Stock, £13,580,000; and aU 
other denominations of the Debt, in- 
cluding the Debt to the Banks of Eng- 
land and Ireland, £14,290,000; in 
all, as I have just said, £640,631,000. 
The Unfunded Debt at the end of 
March, 1883, was £14,185,000, and it 
stood at the end of last March at 
£14, 1 10,000. The value of Terminable 
Annuities at the end pf 1882-3 waa 
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£27,571,000, and on March 31, 1884, 
it stood at £91,666,000. So that the 
total amount of Debt, which was at 
the end of March, 1883, £754,455,000, 
was on March 31, 1884, £746,407,000, 
making a net diminution of £8,048,000. 
This diminutionis exclusive of £ 1 ,000, 000 
paid off in the year of the remaining 
liability to India for our contribution 
towards the cost of the Afghan "War. 
Against this I must place the reduction 
of the balances, which were at the end 
of 1882-3 £6,973,000, and were at the 
end of 1883-4 £5,633,000. The reduc- 
tion of the Debt in the four years from 
April, 1880, to the end of March, 1884, 
has been £25,198,000, besides the 
£4,500,000 paid off in respect of the 
Debt of £5,000,000 to India, and with 
balances increased by £2,349,000, mak- 
ing a total reduction, as nearly as pos- 
sible, of £32,000,000 sterling. 

And now. Sir Arthur Otway, I have 
finished my task of reviewing the finance 
of the year 1883-4, and I will pro- 
ceed to the estimated Expenditure and 
Eevenue of the financial year 1884-5, 
in which we now are. I ought, perhaps, 
to say, in connection with the Debt, 
that I have taken the occasion of the 
creation of a new series of Terminable 
Annuities to carry out still further a 
very valuable suggestion made by my 
right hon. Friend the Member for the 
City of London (Mr. Hubbard), and 
that is to value them, not as they have 
hitherto been valued, as if Stock stood 
at 92-3, but as if Stock were at par. 
It is upon that assumption that all the 
figures I give are based, both in regard 
to past years and to those of 1883-4. 
I think it will also be interesting to 
the Committee to know, in the same 
connection, that of the "War Debt of 
£7,850,000, which we took over from 
our Predecessors in 1880, and of the 
promised contribution of £5,000,000 to 
India, making altogether £12,850,000, 
£11,000,000 have been paid off in four 
years, so that only £1,850,000 remain 
to be provided. We have also paid 
£6,860,000 out of our income for the 
whole of the Transvaal, the Egyptian, 
and' the Suakin war expenditure. I 
have no other matter relating to the 
reduction of the National Debt to men- 
tion to the Committee. 

I will now pass to the Estimates of 
Bevenue and Expenditure for the cur- 
rent year, 1884-5. In the first place, I 



will deal with the estimated Expenditure . 
Before, however, giving the figures in 
detail, I must explain that, as the Com- 
mittee will perhaps have observed from 
the Army Estimates, there no longer 
appears as a separate Estimate that for 
Indian Home Charges which was de- 
vised some years ago. For myself, I 
may say that I never quite understood 
why that Estimate, separate from the 
Army Estimates, was &amed. But, 
however that may be, it was balanced 
by corresponding items of Miscellaneous 
Bevenue, and. in our view the time has 
now come for its disappearance, and for 
the preparation of the Army Estimates 
in such a way as to show the actual net 
expenditure; the gross expenditurebeing 
given in one column, and credits of 
this character in another, the difference 
being the net amount the Committee is 
asked to vote. I shall have to refer to 
this again later, when I come to the 
Army Estimates; but I ought here to 
say that, in the comparisons I shall have 
to make, this item will be omitted from 
previous years, so that the comparisons 
will be in all respects fair. I will 
now take the Expenditure of the year 
under the different heads. The Per- 
manent Charge of the Debt we take 
at £28,884,000, as against an actual 
expenditure last year of £28,974,000, 
being a reduction of £90,000. That is 
due to our having been able to pay, 
last year, out of our balances, the whole 
of the £2,000,000 which was first a loan, 
and then a grant to India on account of 
the Afghan War. The interest on Loans 
for Local Purposes we take at £525,000, 
as against £478,000 in the previous 
year. The charge for the Suez Loan is 
the same — namely, £200,000, and the 
other Consolidated Fund charges amount 
to £1,495,000, as against £1,590,000 last 
year. I will not weary the Committee 
with the details of this reduction ; but 
the last year's charge contained the 
grants to Lord Wolseley and Lord 
Alcester of £30,000 and £25,000 re- 
spectively. The total Consolidated 
Fund charges are, therefore, this year 
£31,104,000, as against £81,241,000 
last year. Passing to Voted Serrices, 
the charge for the Army is £15,931,000, 
against an actual charge for 1883 4, 
adjusted, as I have explained, with 
reference to the Indian Home expendi- 
ture, of £16,095,000. I will now explain 
to the Committee the augmentation 
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wliicli is necessitated by the new ar- 
rangement made for the receipt from 
India on account of the Non-Effective 
Services. I should weary the Committee 
were I to endeavour to explain, on the 
present occasion, the details of this most 
complicated matter. Speaking shortly, 
however, I may say that amended ar- 
rangements were made with India, first 
in 1861, and secondly in 1870, under 
the latter of which the charge becoming 
payable in each year for the first time 
on accoimt of soldiers taking their pen- 
sions was capitalized on the basis of 4 
per cent interest, and the amount of 
the capital sum received from India 
was paid into the Exchequer and ap- 
peared among the Miscellaneous Ee- 
ceipts. But the result of this arrange- 
ment was somewhat remarkable. The 
arrangement was eminently favourable 
to India, because it — I know not why — 
omitted all the charge for previous pen- 
sioners, and unfavourable to us, because 
it assumed that we could invest at 4 per 
cent, whereas we can only invest at 3 
per cent. But, in point of fact, India 
has been for some time considerably in 
arrear to us on account of these pay- 
ments. On the other hand, the Exche- 
quer also gained unduly, the capitalized 
value of any one year's first granted pen- 
sions not really representing the pension 
charge for that year. It was a rough- 
and-ready method ; but it turned out in 
the end to produce very different re- 
sults from those which had been anti- 
cipated. For instance, in 1873-4, the 
sum paid into the Exchequer ex- 
ceeded the real charge on the year by 
£92,000, and in 1879-80 by £186,000. 
We are now making fresh arrangements, 
under which, in the first place, India 
will pay up the arrears, and the over- 
payment to the Exchequer in past years 
will be gradually wiped out, at a cost to 
present and future years. Of course, 
this is unfortunate for us at the present 
time; but it would be impossible to allow 
past over-payments to the Exchequer to 
be left unadjusted, however much we 
have to suffer for the undue gains of 
former years. I shall lay upon the Table 
a Treasury Minute, in which we explain 
exactly the details of this change. Next 
I come to the Navy Estimate, which 
is £10,812,000, against £10,729,000 in 
1883-4. The Estimate for the grant to 
India in respect of the Afghan War is 
£250,000, agai&st £1,000,000 which we 



paid last year — 1883-4 — and this leaves 
only £250,000 payable next year, in- 
stead of £500,000 which would have 
been payable but for the repayment 1 
have described. When that is paid| 
the whole amount of the contribution to 
India will, I am happy to say, have been 
wiped out. The Civil Service expendi- 
ture is estimated at £17,244,000, against 
£17,182,000 last year; the Customs and 
Inland Bevenue charges at £2,734,000, 
against £2,772,000; the Post Office 
expenditure at £4,753,000, against 
£4,507,000; the Telegraph Service at 
£1,735,000, against £1,707,000; and 
the Packet Service at £731,000, against 
£721,000. The total Voted Services will 
thusbe£54,188,000,against£54,7l3,000 
last year ; and the total Expenditure, 
omitting for both years the Indian Home 
Charges, is estimated at £85,292,000, 
against £85,954,000 last year. 

Here I think I ought to pause, to 
make a few remarks upon the present 
condition of our Expenditure. Last year, 
I promised my hon. Friend the Member 
for Burnley (Mr. Rylands) that I would 
carefully inquire, during the Recess, not 
only into the present rate of Expendi- 
ture, but also into the movements of 
Expenditure for some years past. My 
inquiry is not yet completed, but it 
has gone a long way. With the 
assistance of my hon. Friend the Se- 
cretary to the Treasury (Mr. Court- 
ney), and the heads of the principal 
Departments, I have gone through the 
greater part of the Civil Expenditure ; 
and in Committee of Supply on the Civil 
Service Estimates some results of what 
we have done will be explained in detail, 
and our future prospects of economy will 
also be discussed. But I have made a 
comparison, which will interest the Com- 
mittee, between the actual Expenditure 
of 1873-4 — a year which can provoke no 
political feeling, as it was the last year 
of the former Administration of the pre- 
sent Prime Minister — and the Estimates 
which we are now submitting ; and the 
figures, I think, may be studied with 
advantage. The net Expenditure on 
account of the Civil Service and Revenue 
Departments, after deducting the Extra 
Receipts, Fee Stamps, &c., was, in 
1873-4, £16,442,000; and the net Ex- 
penditure proposed in these Estimates 
is £24,675,000, showing an increase 
of £8,238,000, or rather more than 
50 per cent upon the former Expendi- 
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ture. Now, I liave analyzed this Ex- 
penditure CU9 to its main, or, I may say, 
as to all its sources and branches, and I 
find this to be the result. Local Sub- 
ventions, including the charge for the 
Police, have increased by £2,950,000; 
Public Education has increased by 
£2,367,000; the charge for the Post 
Office and the Telegraphs, including 
Post Office Buildings, has increased by 
£2,665,000 ; and these, together, give a 
total of £7,982,000. There remains, 
then, a balance of £251,000 to be ac- 
counted for. But there are some charges 
which, I think, stand out from the nor- 
mal Expenditure when dealing with its 
increase. For instance, the collection of 
£5,700,000 additional Revenue has in- 
volved an additional charge of £83,000, 
after all only IJ^ per cent on the Revenue 
collected. Parliament determined that 
the Surveys of the United Kingdom 
should be expedited, and this accounts 
for £112,000. The additional charge 
for the British Museum and Art Galleries 
this year amounts to £43,000 ; the re- 
cent arrangement as to the Friendly 
Societies* deficiency involves a charge 
of £48,000; Cyprus costs us £30,000; 
and the Irish Land Commission, al- 
though much heavier last year, is esti- 
mated to cost this year £87,000. If you 
add these figures together, j'ou will find 
that they come to £8,385,000, against a 
total increase of £8,233,000 ; so that all 
the other Civil Services, in spite of large 
demands in some directions, show an 
aggregate saving of £152,000. This is 
no argument whatever against economy. 
On the contrary, I hope, and with some 
foundation, that we may be able to 
make even further savings than those 
we have succeeded in efiecting by our 
investigations this year; but I think 
that the figures I have given shows a 
greater anxiety for economy on the part 
of the Public Departments than is com- 
monly allowed. Even in the presence 
of my hon. Friend the Secretary to the 
Treasury, I ought to say that in this 
matter to no one is more gratitude due 
than to him. He has worked hard and 
successfully ; for the last year's Civil Ex- 
penditure, as I said before, in spite of 
large Supplementary Estimates, fell short 
of the original Estimates by £75,000, 
and my hon. Friend has shown the 
greatest zeal for the public in pre- 
paring the Civil Estimates of the pre- 
sent year. 



I now pass to the Estimates of Reve- 
nue, and I must make, in the first place, 
a general remark. The present condition 
of the country is such that it is most 
difficult to forecast the Revenue with 
accuracy. We have to deal in this matter 
with very conflicting considerations. On 
the one hand, in many branches trade 
is still depressed, and, perhaps, may be 
still more depressed ; profits generally 
are low, and incomes derived from land, 
whether by owners or farmers, are still 
in an unsatisfactory state. When I look 
to such indications as railway receipts, 
they do not give evidence of increase 
of prosperity, but possibly the reverse. 
On the other hand. I am bound to say 
that I think a careful study of the infor- 
mation we possess shows that the arti- 
zans and labourers of the country are 
doing well. Bread and the common 
articles of consumption are at a very 
low price, which tells much in their 
favour. The result, which is almost 
an infallible test, is that pauperism is 
steadily decreasing. I also notice as re- 
markable that, although there is much 
complaint among persons in easy cir- 
cumstances, as well as among the re- 
cipients of still higher rates of income, 
there is a steady increase in the accu- 
mulations of the country, which is best 
evidenced by the g:rowth of the Income 
Tax and of the House Duty. Putting 
these two considerations against each 
other, my Estimates of Revenue, although 
they cannot be called very sanguine, will 
not err on the side of undue caution ; 
they will be fair Estimates, I hope 
neither timid nor exaggerated. I will 
now take each head of Revenue. The Cus- 
toms produced in 1 883-4 £ 1 9, 70 1 ,000, and 
my Estimate for 1884-5 is £19,850,000 ; 
the Excise produced £26,952,000, and 
my Estimate is £26,800,000, this dimi- 
nution being due to the loss of the rest 
ofthe £400,000 of Railway Duty. Stamps 
produced £l 1,620,000, and my Estimate 
now is £11,490,000 ; the Land Tax pro- 
duced £1,070,000, and my Estimate is 
now £1,055,000; the House Duty pro- 
duced £1,805,000, and my Estimate is 
£1,880,000; the Income Tax produced 
£10,718,000, and the Estimate at 6rf., 
with nothing left of the additional l^^d, 
is £10,050,000. It will be seen that 
Id, of Income Tax is estimated now 
to produce over £2,000,000. A penny 
of Income Tax produced, in 1880-1 
£1,850,000; in 1881-2, £1,900.000* 
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in 1882-3, £1,950,000; in 1883-4, 
£1,970,000 ; and this steady increase 
justifies our present Estimate. The total 
Tax Estimate this year is £71,125,000, 
against a receipt last year of £71,866,000. 
I now come to the Non-Tax BeTenue. 
Crown Lands we estimate at £380,000, 
the same as last year. The Interest on 
Advances produced last year £1,196,000, 
and the Estimate for the present year 
is £1,180,000. Miscellaneous sources 
(excluding Indian Home Charges) pro- 
duced £3,243,000, and the Estimate is 
£3,1 70,000. The Committee will notice 
that I have omitted the Post Office and 
Telegraphs from their proper place. I 
mention the Bevenue from those sources 
last, because matters of much interest 
are connected with it. The Committee 
will remember that, in 1883-4, two 
great operations were commenced by 
the Post Office. One was the introduc- 
tion of the Parcel Post from the 1st of 
August; and the other consisted of 
preparations for cheap telegrams, the 
cost of which, irrespective altogether 
of the annual loss arising from the 
lower rate, according to a Treasury 
Minute laid upon the Table, was esti- 
mated at £500,000, which we intended 
to spread over the financial year 1883-4 
and the £rst six months of 1884-5. 
We estimated that the expense of the 
Parcel Post during the eight months 
of the year in which the service was 
iji operation would be covered by the 
receipts, then taken at £340,000. But 
I am sorry to say that this expectation 
has not been entirely fulfilled. The 
Parcel Post receipts for the eight months 
of 1883-4 were only £155,000, as against 
the Estimate of £340,000. Now, when 
it was clear that the receipts would be 
so seriously deficient, my right hon. 
Friend the Postmaster General (Mr. 
Pawcett), without delay, undertook a 
vigorous attack upon the expenditure in 
connection with the Parcel Post, which 
had been based upon the original Esti- 
mates. In criticizing that expenditure, 
it must be remembered that the cost of 
the Parcel Post for the past year in- 
cluded about £150,000, which was initial 
or capital expenditure, and which will 
not recur in future years. Many econo- 
mies are being proved by experience to 
be practicable which could not be effected 
in initiating a new service. We have 
every hope, therefore, that in due time 
the eqailibiiom between receipts and 



expenditure will be reached. We cannot 
hope, however, that it will be reached 
in the year 1884-5, in which, instead of 
£500,000 or more, as we had origimdly 
hoped to receive, the Parcel Post is only 
estimated to produce £240,000. It there- 
fore becomes necessary for us to consider 
whether, under these circumstances, the 
reduction in the price of telegrams, 
which will also be very expensive, should 
commence as soon as the Ist of next 
October. If it is carried out then, 
further diminutions in the Post Office 
Revenue will of course take place, and 
the taxpayer will have to make them 
good. I may, perhaps, be allowed to 
remind the Committee, as a personal 
matter, that in the debate last year on 
the Motion to reduce immediately the 
price of telegrams, which I think was 
made by my hon. Priend the Member 
for Glasgow (Dr. Cameron), I urged 
that it would be wise for the House to 
pause, and not to insist on this costly 
reform until the result of the Parcel 
Post experiment was known. My warn- 
ing, however, was not effectual ; but I 
think I was justified by the events. 
The cost in this year's Budget, if the 
cheap telegrams commence on the 1st 
of October next, would be between 
£250,000 and £300,000 ; and this, as the 
Committee will soon see, I cannot afford. 
We propose, therefore, that the reduc- 
tion in the price of teleg^ms shall take 
place on the Ist of August, 1 884, and that 
the sum devoted to preparations shall be 
divided between this year and the 
beginning of the next financial year. 
The receipts for 1884-5 are therefore 
estimated as follows : — ^For the Post 
Office proper, with 12 months' Parcel 
Post, £7,900,000; and for the Telegraph 
Service, £1,800,000; making a total of 
£9,700,000, against the actual receipts 
for 1883-4 of £7,730,000 for the Post 
Office proper, including eight montha' 
Parcel Post income, and of £1,745,000 
for Telegraphs, or a total of £9,475,000. 
The improvement in the receipts will 
thus be £225,000. On the other side of 
the account the Committee will remem- 
ber that there is an increase of charge, 
according to the figures already given, 
amounting to £284,000. Adding Post 
Office receipts to the other items of 
Non-Tax Bevenue, the whole wUl be 
£14,430,000 ; and as the Tax Bevenue 
is estimated at £71,125,000, the total 
receipt of the year 1884-5 wHl be 
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£85,555,000. The Expenditure, as I 
have already stated, is £85,292,000, 
and my surplas, therefore, is £263,000. 
Now, Sir Arthur Otway, it will be evi- 
dent that I have nothing to give away 
in the shape of important remissions of 
taxation. I have received lately a good 
many proposals of this character, and 
there are, or were lately, on the Notice 
Paper about 11 others formulated by 
hon. Members. There are also pro- 
posals, I need not say, for more expen- 
diture. All these are very interesting 
questions in themselves; but, clearly, 
the present is not the time to discuss 
them. I. ought, however, perhaps, to 
refer to one proposal in another direction 
which I have carefully studied since 
last Session — I mean the final settle- 
ment of what are popularly called the 
Death Duties. A final settlement in 
that matter ought to have two charac- 
teristics. It ought to give us some 
additional Bevenue, and it ought, un- 
doubtedly, to give us great additional 
simplicity. The present is not the time 
to indicate how much additional Bevenue 
we might receive ; but I have no doubt 
whatever as to the second point — I mean 
that the fiual adjustment must impose 
a heavier proportional charge than now 
on real compared with personal property, 
and must include property in mortmain. 
Now, I am bound to say that I do not 
think the time has come for this. The 
time is approaching, however, when, 
under a general Local Government Bill, 
relief will have to be given to the payers 
of local burdens ; and this relief, what- 
ever its amount may be, will accrue 
mainly to owners of land and houses — 
that is to say, to real property. It seems 
to me that that should be the occasion for 
adjusting and finally settling the Death 
Duties. I have given considerable atten- 
tion to this matter, and the problem, to 
my mind, is not one very difficult to 
solve. While dismissing for the present 
this large question, I have one or two 
minor changes to propose, both being 
reliefs to the payers of the Carriage Tax. 
We have received a great many com- 
plaints to the effect that the sum of 
£2 2s. a-year charged on licensed hack- 
ney carriages with four wheels is exces- 
sive. The complaints have come not 
only from London, but also from water- 
ing-places, from Scotland, and elsewhere, 
especially where the season is exceed- 
ingly short. I have taken some pains 



to examine those complaints, and I 
think that they are not without founda- 
tion. We propose, therefore, that where 
the fares of carriages for hire paying 
£2 28, are fixed by law, or by local re- 
gulation, the duty shall be the same as 
that for two-wheel carriages — that is to 
say, 15«. And we also propose that the 
owners of all carriages which are used 
for the first time during the later months 
of the year — after September 30— shall 
be treated as ** beginners " are in some 
other licensed trades, and shall only pay 
half duty. The loss from these two 
changes will be £22,000. Deducting 
this from my original surplus of 
£263,000, I am left with a final surplus 
of £241,000. I am bound to say that, 
considering the possibility of other 
claims arising, this is not too large a 
surplus. 

Well, Sir, this concludes my review 
of the past and my anticipations of the 
present year. But before concluding 
my Statement, I must explain to the 
Committee two important financial ope- 
rations which we propose to undertake 
during the present year. The first re- 
lates to the Gold Coinage, and the second 
to the Interest on the National Debt. 
The first question in regard to the Gold 
Coinage is one of great importance. 
Since the late Mr. Jevons's paper on 
the subject in 1868 was published, the 
condition of our Gold Coinage has more 
and more occupied the attention of 
bankers, of the Press, and, indeed, of 
the general public. As I shall show, 
more than half of our existing gold 
coins have ceased to be even a legal 
tender. Nor is this wonderful, for no- 
thing has been done for more than 40 
years to correct the gradually declining 
condition of the coinage. I will explain 
in a few words the actual law. A sove- 
reign, which is supposed to weigh 123^ 
grains, becomes light, and is no longer a 
coin of the Bealm, when it weighs less 
than 122^- grains. If I go into a shop 
and tender such coin for a purchase, the 
shopkeeper may either refuse it before 
he takes it in his hand under the 4th 
section of the Act of 1870; or, if he 
takes it in his hand, then, under the 7th 
section of that Act, he is bound then 
and there to break it up, and charge me 
the loss. For this purpose, both he and 
I are supposed to have — ^I carrying them 
with me in my pocket — scales with pro- 
per gold weights, and instruments for 
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breaking up coin ; and if we either tender 
light coin or fail to break it up, then 
we are both guilty of a misdemeanour 
punishable by fine and imprisonment. 
Similarly, at a railway station, suppose 
I take a ticket and get gold in exchange 
for a note, the law presumes that both 
the railway clerk and I have scales, and 
a coin - breaking instrument, and the 
same penalties attach for either tender- 
ing or receiving light coin or refusing 
to break it up. That is the principle 
of the law under the 4th and 7th sec- 
tions of the Act of 1870. I said 
just now that more than half the present 
Gold Coinage was light. Of this the 
testimony is concurrent that there can 
be little doubt about it. But the quan- 
tity of gold coin current in this country 
is much more uncertain. Apparently, 
since the restoration of the Gold Coinage 
in 1817 more than £300,000,000 worth 
of sovereigns and half-sovereigns have 
been put in circulation here and at the 
branch Mints, while not more than 
£50,000,000 are known to have been 
withdrawn. But by the best com- 
putation of bankers, and others who 
have paid attention to this extremely 
difficult subject, there remain at the 
present time in the United Kingdom 
about £90,000,000 in whole sovereigns, 
and £20,000,000 in half-sovereigns, of 
which 55 per cent are light, and are 
therefore not a legal tender. Of the 
sovereigns about 60,000,000 are, on 
the average, 2id. light, and of the 
half-sovereigns 11,000,000 are 2Jrf. 
light. The deficiency in the case of the 
sovereigns is £510,000, and in the case 
of the half-sovereigns £200,000, or, in 
all, £710,000; besides the wear down to 
the point of legal currency — namely, 
the difference between 123 J grains and 
122^^ grains. This appeared to me so 
serious that for some months I have 
given the subject my most careful consi- 
deration, and I have been consulting the 
best authorities as to remedies ; and I 
am bound to say that though there is 
not any great difference of opinion as to 
the evil, there is a great difference in 
the suggestions for remedying it. The 
first recommendation is to leave matters 
alone. But that is evidently impossible, 
as the evil would only get worse ; and 
ihe result would be, in the end, to bring 
serious discredit on our coin as an in- 
strument of exchange. Then it has been 
propoaed to put the law into operation, 



as in 1842 — that everyone should be 
obliged to weigh his gold coias, and 
that the Mint, through the Bank of 
England, should give the fixed price of 
£3 17*. lOJrf. an ounce for light gold, 
instead of for bullion only. I think 
that, if weighing gold were to become 
universal, there would be a great incon- 
venience to the public, and that it would 
produce far greater discontent than it 
did in 1842. It was found to be very 
inconvenient then ; it would be tenfold 
more inconvenient now. Then it has 
been proposed to charge this £710,000 
immediate loss and the cost of re-coinage 
on the taxpayers to all time ; and this, 
I may say, would probably at first in- 
volve an addition to the Income Tax. 
I am not prepared to adopt this course. 
It has also been proposed, practically, 
to remove the sovereign from circula- 
tion by issuing £1 notes, charging the 
cost of renewing the half-sovereign on 
the profits of issue. This is a serious 
question. I think the issue of £1 notes 
should depend on other considerations, 
and I am not prepared to mix up 
the two questions together. My noble 
Friend and Predecessor (Viscount Sher- 
brooke) had a proposal for diminishing 
the weight of the sovereign ; but, to my 
mind, that would be open to grave ob- 
jections. Then it has been proposed 
by competent authority to keep up the 
weight, but to impose a mintage charge 
sufficient to maintain the coinage in a 
sound condition. This question was very 
carefully examined by Mr. Graham, the 
late Master of the Mint, and Colonel 
Smith, the Master of the Calcutta Mint, 
some years ago, and their Beport shows 
that this mintage charge must be 1 f per 
cent, or Is. Ad, an ounce. But in that 
case it would be impossible to maintain 
the price of £3 17«. 9i. an ounce, at 
which, under the provisions of the Bank 
Act, the Bank of England is bound to 
purchase all gold brought to it. I am 
not, therefore, prepared to propose a 
mintage charge of 1«. Ad, an ounce. 
Finally, I have considered a proposal 
which has great authority for it — namely, 
to enforce the present law, sharing the loss 
between the taxpayer and the last holder. 
But that would have all the inconveni- 
ences of the present law, without re- 
lieving the public from charge, and I 
am not able to adopt it. None of these 
plans I think will commend themselves 
to the Committee. There is, however, 
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another remedy^ which has not been 
recently very prominent before the 
public, but which finds favour with high 
financial authorities, both present and 
past. I have laid great stress on the 
importance of making no change as to 
the sovereign. Its currency should be 
always preserved in a sound condition, 
and its weight should not be altered ; 
and I attach some, but not paramount, 
importance to its being minted without 
charge. The sovereign is really an in- 
ternational coin, largely used in Ex- 
change operations, and known to the 
greater part of the civilized world. But 
there is another gold coin, governed 
apparently by the same law, but of an 
entirely different character — I mean the 
half-sovereign. This is not an inter- 
national, but a purely domestic coin. I 
have made careful inquiries during the 
last few months, and I can find no in- 
stance of half-sovereigns being sent from 
this country in any considerable quan- 
tities as remittances or for Exchange 
purposes. On the other hand, while it 
is a domestic coin, it is a very expensive 
coin to maintain. From the figures I 
have obtained as to the average defi- 
ciency in sovereigns and half-sove- 
reigns, I find that its wear and tear is 
double that of the sovereign, and that 
it becomes light in half the time of the 
latter. It is with this coin that we 
propose to maintain the condition of 
the sovereign. My plan, therefore, 
is to issue, instead of half-sovereigns, as 
now, lO-shilling pieces of gold, contain- 
ing only nine-tenths of the present 
amount of gold. Thus, the lO-shilling 
pieces would have the same relation to 
the sovereign as the crown and half- 
crown, and would be a token coin, as 
they are. Just as the crown is worth a 
quarter of a sovereign, so the 10-shil- 
ling piece would be worth half-a-sove- 
reign, neither the one nor the other 
having, with respect to the metal con- 
tained, the full intrinsic value attri- 
buted to it. Of course, it would be ne- 
cessary to restrict the extent to which 
the new 10-shilling piece would be a 
legal tender. Silver coin is only a legal 
tender up to 40«. ; 10-shilling pieces 
should probably be a legal tender for 
payments up to £5. Arrangements wiU, 
however, be made with the Bank of 
England for the receipt from bankers of 
redundant 10-shilling pieces, just as re- 
dundant silver is received now. The 



change in the half-sovereign will enable 
us to withdraw, by degrees, from circula- 
tion the whole of the present light coin- 
age, substituting coins of full weight, 
without either inconvenience to the pub- 
lic or charge to the taxpayer. In other 
words, we shall be able to rehabilitate 
the sovereign, the character of which, 
both as an instrument of exchange and 
circulation, should be most jealously pre- 
served. Not only this, but we shall be 
able to maintain its integrity for the 
future without any cost to the taxpayer. 
I will now explain the mode of opera- 
tion. In the first place, we shall take 
steps gradually to withdraw, by ar- 
rangement with the Bank of England 
and the private banks, the whole of the 
half-sovereigns now in circulation, the 
Mint issuing as they come in the new 
10-shilling pieces. Similarly we shall 
withdraw, and finally call in by pro- 
clamation, sovereigns of Keigns prior to 
that of the Queen. When these two 
operations are approax)hing completion, 
towards the end of 1885, we shall com- 
mence withdrawing the light sovereigns 
of the present Reign, issuing as rapidly 
as possible new sovereigns in exchange. 
The Committee will observe that this 
operation, if carried out without any 
qualification, might operate as an in- 
centive to sweating or some similar 
fraud ; and we therefore propose that no 
sovereign of any date which has ob- 
viously been tampered with, or which 
shall be light by as much as 6rf., shall 
be received except as bullion, and that 
no sovereign of less than 10 years' cur- 
rency shall be exchanged at all. All 
the half-sovereigns will be exchanged, 
except such as have been tampered with 
or are light by as much as 4d, When 
the whole of the present light coins 
have been got in, and the coinage has 
become normal, the same process will 
be continued with the sovereign. Under 
this plan, bankers would have no temp- 
tation to retain or re-issue coin which 
has become light by fair wear and tear. 
This coin would, in the ordinary case, 
find its way to the Mint through the 
Bank of England. I may mention here 
that we do not propose to give Gold 
Coinage circulating abroad this privilege 
of exchange. All such coin passing 
through the Custom House would be sent, 
as the great majority of it is now sent, to 
the Bank of England to be weighed and 
dealt with according to the present law. 
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The Oommittee will like now to know 
something of the financial result of this 
operation. I must repeat what I said 
before, that we have a very imperfect 
knowledge of the amount of gold coin 
in circulation. Taking, however, the 
calculations of the best authorities, 
which I have already explained, we 
estimate that £20,000,000 in half-sove- 
reigns, now in circulation, will be 
withdrawn and replaced by the new 
10-shilling pieces, and that for the next 
20 years £250,000 worth will be issued 
annually. On the re-issue the gross 
profit would be £2,500,000. Against this 
have to be set, first, £200,000, the de- 
ficiency on the existing half-sovereigns 
which are below legal tender, and 
which would have to be withdrawn ; 
and, secondly, perhaps £20,000, the 
deficiency on those within legal ten- 
der weight, which will also be with- 
drawn. The loss on the sovereigns 
which are now light I have already es- 
timated at £510,000. The loss on other 
sovereigns withdrawn during the next 
20 years I take at £320,000. The cost 
of re coinage I take at £70,000. Adding 
£50,000 for contingencies, the total 
charges will be £1,170,000, leaving a 
balance of £1,330,000, besides accumu- 
lated interest. This, in our judgment, 
will be sufficient to keep the Gold Coin- 
age for the future in a satisfactory con-* 
dition at a cost of above £40,000 a-year. 
We propose that these operations should 
be altogether outside the Consolidated 
Fund, and that the receipts should be 
paid into, and the charges defrayed 
from, a fund to be called the Gold 
Coinage Fund in the hands of the Na- 
tional Debt Commissioners. 

Having explained the first part of my 
proposals, I now pass to the second im- 
portant financial operation we propose 
to undertake — that is to say, in connec- 
tion with the Interest on the National 
Debt. The Committee will remember 
the Act passed last year, in furtherance 
of the Act of 1876, under which arrange- 
ments were made for reducing a very 
large amount of Debt in the next 20 
years by the method of Terminable 
Annuities. In asking Parliament to 
sanction that proposal, we not only 
had in view the mere reduction of 
the capital of the Debt upon a self- 
acting system, but we contemplated 
also that it would render more easy, at 
an early date, the reduction of interest 



on the three categories of Three per 
Cents, the aggregate amount of which 
is over £600,000,000. The time has 
now, in our opinion, arrived for taking 
the first steps in this most important 
operation. The Money Market seems 
to be prepared for it ; for I notice that 
the Two-and-a-half per Cent Stock, 
which stood at 86 two years ago, with 
Consols at 101|^, is now nearly at 91, 
with only a fractional increase in the 
latter, a rise of 5 per cent; and I am 
aware that there is a steady increase in 
the investments by large Companies in 
Two-and-a-half per Cent Stock, indi- 
cating their belief that it will become the 
Stock of the future. I will now explain 
to the Committee what we propose to 
do. In the first place, let me refer the 
Committee to the conditions under which 
the Three*per Cent Stocks may be paid 
off. There are three classes — Consols, 
New Three per Cents, and Beduced 
Three per Cents — all of which are now 
liable to be redeemed ; but the condi- 
tions are not the same. In the case 
of Consols and Beduced, the terms of 
the Act of 1870 are that, at one year's 
notice, they may be paid off, in quanti- 
ties or parcels of not less than £500,000. 
In the case of the New Three per Cents 
no notice is necessary ; but though the 
matter is not beyond doubt, it may be 
contended that the whole must be paid 
off at one time. Omitting, therefore, for 
the moment the New Three per Cents, we 
are enabled gradually to pay off the rest 
of the Three per Cent Debt (exceeding 
£400,000,000), however unwilling the 
holders may be, by giving, from time to 
time, a year's notice to the possessors of 
manageable amounts, that they will 
then receive £100 in cash for £100 
Stock, unless they agree to accept at 
once some offer in a Stock of lower de- 
nomination ; and as both Stocks are 
now, and have been for some time, at a 
premium, and, but for the apprehension 
of their being paid off would probably 
be at a higher premium, this compulsory 
process might be safely commenced. I 
am, however, desirous to make our first 
step in this matter one of agreement 
rather than of compulsion; and what 
we now propose is to constitute a Two- 
and-three-quarter per Cent Stock, with 
quarterly dividends, not liable to re- 
demption before 1905, and to ask Par- 
liament to authorize the offer to the 
holders of any of the three denomina- 
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tions of the Three per dent Stocks, suoli 
amount of that Stock not exceeding 
£102 for each £100, as the Treasury 
may determine ; or, at the option of the 
fundholder, such amount of Two-and-a- 
half per Gent Stock not exceeding £108 
for each £100, as the Treasury may 
similarly fix. A reasonable period would 
be named by the Treasury, within which 
the holders would have to elect to exer- 
cise either of these options. The Com- 
mittee will observe that, by conversion 
into Stocks on which the Dividends are 
payable quarterly, all the holders will 
get the benefit of a quarter's payment 
for ever in- advance. 

It is necessary that I should now ex- 
plain what would be the eflFect of any 
reduction of interest under this scheme, 
on the permanent charge of £^8,000,000 
a-year now appropriated to the service 
of the Debt. In our opinion, the net 
benefit of this reduction ought to go to 
the taxpayer — ^that is to say, the charge 
for the Debt should be reduced to that 
extent. I ought, however, to explain 
what I mean by net benefit. If the 
conversion either into Two-and-three- 
quarter per Cents or Two-and-a-half per 
Cents should lead to an increase in the 
nominal capital of the Debt, provision 
for the extinction of that increase should 
be made, out of the saving in interest, 
before the benefit is gained by the tax- 
payer. I will illustrate this by assuming 
that £1,000,000 of Three per Cents are 
converted into £1,020,000 of Two-and- 
three-quarter per Cents. I do not ex- 
clude obtaining a better price ; but I 
base my illustrations on the extreme 
prices to which I am asking the Com- 
mittee to go. The gross saving then, in 
interest, would be £1,950 a-year. But 
from that would have to be deducted 
£200 a-year as a Sinking Fund, to ex- 
tinguish, in 50 years, the premium of 
£20,000; so that the net reduction in 
the charge for the Debt would be £1,750 
a-year. Similarly, conversion into Two- 
and-a-half per Cents, at the extreme 
price of 108, would /esult in a saving, on 
the interest of each £1,000,000 con- 
verted, of £2,200 a-year. The Com- 
mittee will observe that the offer in 
Two-and-a-half per Cents will be ap- 
parently not so good for the fundholder 
as that in the Two- and- three-quarter per 
Cents ; but, on the other hand, the latter 
will be liable to be again redeemed in 
1905; and, besides, it is not, as yet, a 



Stock known to the Market. It is im*' 
possible to estimate the extent to which 
either of these offers may be accepted ; 
but the Committee will remember that 
there is behind them the compulsory 
process which we are satisfied that we 
could, without practical difficulty, apply 
gradually to Consols and Beduced Three 
per Cents, whatever the case of the New 
Three per Cents may be. But I repeat 
that we are not desirous to apply our 
compulsory powers if we can obtain 
the same ends by voluntary agree- 
ment. 

I have now. Sir, concluded my ex- 
planation of the second of the two pro- 
posals which we make to the Committee 
in connection with the financial opera- 
tions of this year, and it only remains to 
me to thank the Committee for having 
listened so patiently to an inordinately 
long Statement, containing a great num- 
ber of figures. I trust that Statement 
has been as clear as I desired to make it, 
and that the kind attention accorded to 
it may be taken as a good augury for 
the success of the proposals which I have 
laid before the Committee. 

After debate. 

The CHANCELLOE of thbEXCHE- 
QUER (Mr. Childers) said, that at that 
hour of the night (12.30 a.m.) he thought 
the time had arrived for him to reply 
to the remarks which had fallen from 
hon. and right hon. Gentlemen in refer- 
ence to the Financial Statement he had 
made earlier in the evening. First of 
all, however, he wished to thank the 
Committee for the manner in which they 
had been good enough to receive the 
very long Statement it had been his 
duty to make. He had tried to make it 
as clear as he could ; but he was afraid, 
looking at the questions he had had to 
deal with, it had been impossible for 
him to meet by anticipation every point 
that might be raised. He had been 
asked by the right hon. Gentleman (Sir 
Stafford Northcote) whether the House 
would have an opportunity of fully dis- 
cussing the plan for converting Three 
per Cent Stock, and whether there would 
be a separate BUI dealing with the Gold 
Coinage. There would be many oppor- 
tunities of discussing the proposal as to 
the Gold Coinage, for it would be the 
duty of the Government to bring in a 
Bill for carrying out in detail the plan 
he had explained to the House ; and oi) 
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the different stages of that Bill there 
would be full opportunity for discussing 
the scheme. The right hon. Gentleman 
also asked him whether, under the con- 
version plan, the relief to the taxpayer 
would be varied from year to year, or 
would be once for all. The proposal 
was entirely in harmony with the Act 
of 1876, and the automatic arrangement 
of last year would not be altered in the 
slightest degree. The hon. Member for 
Andover (Mr. F. W. Buxton) had asked 
him, in the first instance, how Australian 
gold would be dealt with under the new 
plan affecting the Gold Coinage. Austra- 
lian gold would be dealt with under the 
new plan as it was dealt with now — ^that 
was to say, it would still be a legal 
tender. Light Australian gold found 
ia the country would be treated in the 
same way as light English gold; but 
light Australian gold coming in after 
the adoption of the new system would 
be subject to the same rule as any other 
coin coming in and found light — that 
was to say, it would be sent to the 
Bank to be dealt with under the pre- 
sent law. Then his hon. Friend the 
Member for Glasgow (Mr. Anderson) 
had enlarged a good deal upon the plan 
for creating new 10«. gold pieces, and 
had pointed out that great danger would 
arise from a new trade springing up at 
Birmingham and places abroad, for the 
manufacture of illegal 10«. pieces, in 
order to gain the 1«. in 10«. which would 
be secured in consequence of the amount 
of gold in the new coin not being worth 
its nominal value. The hon. Member 
had spoken of that as a very probable 
evil, and as one in regard to which they 
might derive warning from what had 
happened up to the present time. But 
his hon. Friend had entirely forgotten that 
if that trade was likely to be established 
for the sake of the small 10 per cent gain 
upon gold coin, how was it that it had not 
been established for the sake of the 
much larger gain — 20 per cent — which 
might be made in connection with the 
silver coinage, or for the sake of the 
even larger gain on the bronze coinage ? 
A 28. 6d, silver coin contained less than 
2*. worth of silver ; and though there 
had always been a certain amount of 
false coinage — that was to say, of spu- 
rious money — in the country, there had 
never yet been to any appreciable ex- 
tent an illegal coinage of money, silver 
Qr copper, of the same value as the cur- 



rent coin. That was a trade which, if ii 
were likely to spring up in the case of 
gold coin, he should have thought would 
have been much more likely to spring 
up in the case of silver coin. The hon. 
Member for Gloucester (Mr. Monk) had 
complained that he had made no allusion 
to the Wine Duties. Well, there was 
a saying that *^ Speech is silver and 
silence is gold." He had used a few 
words with reference to the Wine Duties 
last year ; and the Committee was aware 
that the Government had laid upon the 
Table full information as to the negotia- 
tions which had been carried on with 
certain wine-producing countries on this 
subject. Having full knowledge of the 
present position of the question, he 
had intentionally refrained from saying 
anything about the Wine Duties that 
evening. The riprht hon. Gentleman 
the Member for Westminster (Mr. W. 
H. Smith) had given them some very 
useful, and no doubt accurate, infor- 
mation as to the trade of the coun- 
try; and they were all of them very 
much obliged to him for it. The right 
hon. Gentleman had said that he (the 
Chancellor of the Exchequer) was not 
justified in attributing the increase of 
the Income Tax to the extent that he 
had done to the accumulation of capital in 
the country. That was a subject upon 
which it was his duty to be in constant 
communication with the Heads of the 
Inland Revenue Department; and whilst 
he recognized to the full the valuable 
work and increasing energy of many of 
the officers in connection with that De- 
partment, and the consequent benefit to 
the Bevenue, these authorities concurred 
in the opinion that the increase which 
had taken place in the Income Tax was 
mainly due to an increase of capital 
in the country. The right hon. Gentle- 
man had given them a case which was 
not altogether to the point. He had 
quoted a Ketum as to the value of Stocks 
dealt with on the Stock Exchange on the 
1st of March, 1883, and the value of the 
same Stocks on the 1st of March of the 
present year. The period covered was 
12 months, and it showed that the value 
of certain securities had shrunk, al- 
though their nominal value had in- 
creased by £150,000,000. Well, but 
the shrinking of the value of Stocks was 
no evidence of falling-off in accumula- 
tion in the course of 12 months; but 
the increase of the accumulations was 
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measured by the additional amount of 
Stocks bought. The increase and de- 
crease in the nominal yalue of these 
securities was owing to different consi- 
derations from those referred to by the 
right hon. Gentleman ; and he (the 
Chancellor of the Exchequer) had no 
doubt there was a very large amount of 
capital accumulating every year in the 
country. Where it came from there was 
not time just at present to discuss ; bnt 
there was no doubt a steady accamula- 
tion of capital going on in the country, 
and though some was not inyested, a 
large quantity was added to the pro- 
perty-paying Income Tax. Touching 
upon the question of local taxation, it 
was said by the right hon. Gentleman 
that when they thought they had done 
so much in diminishing the Imperial 
Debt they must set against that diminu- 
tion the increase of Local Debt. Now, 
no doubt the increase of Local Debt was 
a very important question ; but those 
two kinds of Debt were totally different. 
When they increased Local Debt they 
intended to make a judicious remunera- 
tive inyestment. Whether it was really 
judicious fuid remuneratiTe would depend 
upon the wisdom shown by the Local 
Authority ; but the inyestment was one, 
as a rule, earning interest. He did not 
say that was so in eyeiy small case ; but 
a great mass of Local Debt was raised 
for remuneratiye purposes; whereas 
Imperial Debt had been incurred for 



wars, and was not of a remuneratiye 
character at all; therefore, although it 
was, of course, yery important to check 
any undue increase of Local Debt, it was 
mathematically wrong to set the Impe- 
rial Debt and the 'Local Debt against 
each other, as if they were of like na- 
ture. The hon. Member for Salford 
(Mr. Arthur Arnold) had said that the 
words he had used about the taxation 
of the lands in mortmain were a con- 
demnation of the First Lord of the Trea- 
sury ; but he had no idea in what this 
supposed condemnation consisted. The 
hon. Member for West Norfolk (Mr. 
Glare Bead) had asked him to consider 
the question of brewing licences, and to 
try to make them fall a little less 
onerously on the cottagers. The hon. 
Member knew that he (the Chancellor 
of the Exchequer) had been making 
some inquiries in reference to this sub- 
ject ; but there had not been any time 
to consider the question fully before 
the present Budget. He would not 
reply to the hon. Grentleman the Mem- 
ber for Glasgow (Dr. Cameron) on the 
subject of the Post Office and Uie Tele- 
' graphs, because he had already been 
\ answered most fully by the Postmaster 
' GeneraL He belieyed he had now an- 
swered all the questions that had been 
put to him ; and once more he thanked 
the Committee for the indulgence they 
had extended to him. 
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